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WASHINGTON, DC  20410-8000
ASSISTANT SECRETARY FOR HOUSING-

FEDERAL HOUSING COMMISSIONER







September 29, 2004








MORTGAGEE LETTER 2004-39

TO:

ALL APPROVED MORTGAGEES

SUBJECT:
Home Equity Conversion Mortgages (HECM); Signature Reduction,

    Clarification of Required FHA Documents and Revised Instruction

    to “Residential Loan Application for Reverse Mortgages” – Single Family

This mortgagee letter announces the Federal Housing Administration’s (FHA) new initiative to reduce the number of documents mortgagors have to sign and provide instruction to mortgagees on the documents required by FHA for endorsement of a Home Equity Conversion Mortgage (HECM) loan.  This mortgagee letter also includes clarification of the Revised Instruction to the “Residential Loan Application for Reverse Mortgages,” Fannie Mae Form 1009.

Beginning October 1, 2004, mortgagees may begin to use these procedures.  However, the procedures must be implemented within 30 days of the date of this mortgagee letter, the effective date.

Signature Reduction

Mortgagees are currently submitting three (3) signed originals of the Loan Agreement, Schedule of Liens and Closing Costs, Payment Plan, and Repair Rider, if applicable.  FHA will now accept one signed original document and two certified true copies for each of these documents.  HECM borrowers will only sign these documents once. The Department will maintain the original document while the certified true copies of the originals are disbursed to the lender and borrower after HUD’s execution of the document.  This change will reduce the burden to HECM borrowers having to sign multiple copies of the same document. However, if either the mortgagor or the mortgagee wants copies with original signatures, FHA would have no objection.

In addition to the present requirement of the triplicate execution of the Loan Agreement and its Exhibits, it has come to our attention that some mortgagees are requiring mortgagors to sign as many as 54 documents when obtaining a HECM loan.  In accordance with FHA requirements, mortgagors are required to sign approximately 15 documents for the endorsement of a HECM loan.  The attachment to this mortgagee letter indicates which documents the 

2.

mortgagor must sign to comply with FHA requirements.  Since it is the mortgagees’ responsibility to originate and maintain a first lien, FHA is not restricting mortgagees from obtaining signatures on any documents which comply with internal policy and state and local laws.

Submission of Case Binder Documents

With the exception of the documents listed below, FHA will now accept all documents that are submitted in the case binder as certified true copies of the originals.  

1. Loan Agreement

2. Schedule of Liens and Closing Costs

3. Payment Plan

4. Repair Rider, if applicable

5. Second Note

6. Second Security Instrument (Mortgage or Deed of Trust)

7. HECM Anti-Churning Disclosure

This new initiative will require mortgagees to submit approximately 7 original signed documents to HUD and the rest as certified true copies. Although FHA is accepting certified true copies, it is understood that the mortgagor must execute signed original documents.  With the exception of those listed above, mortgagees will be required to maintain the original documents in their file for the life of the loan.  Mortgagees submitting certified true copies of these documents are certifying that they are true and correct copies of the original.

On the effective date of this mortgagee letter, mortgagees are required to use the attached “Home Equity Conversion Mortgage Required Documents for Endorsement” list when submitting case binders to the Homeownership Centers. The endorsement list replaces, “The Revised FHA Case Binder for Home Equity Mortgages” found in Mortgagee Letter 97-38, while the remaining guidance provided in the mortgagee letter is still in effect.  The new endorsement list incorporates the documents referred to in Mortgagee Letters 99-18, 2004-12, and 2004-18.  Mortgagees must ensure that all documents included in the case binder are accurate and complete.  Case binders will be returned to mortgagees when documentation for insurance fails to meet FHA requirements.  All HUD documents and Fannie Mae Forms are available online at http://www.hudclips.org.

3.
Revised Instruction to “Residential Loan Application for Reverse Mortgages,” Fannie Mae 

Form 1009

Mortgagees, please note on “Instructions for completing the residential loan application for reverse mortgages (Fannie Mae 1009) and Addendum,” Page 4, Section VIII, Information for Government Monitoring Purposes, first sentence is modified to read, “These blocks may be completed.”  This modification allows mortgagees to collect information as permitted or required by Regulation B of the Equal Credit Opportunity Act (15 U.S.C. § 1691) or the Home Mortgage 

Disclosure Act.  

If you should have any questions concerning this Mortgagee Letter, please contact your local Homeownership Centers in Atlanta (888-696-4687), Denver (800-543-9378), Philadelphia (800-440-8647), or Santa Ana (888-827-5605).






Sincerely,





John C. Weicher






Assistant Secretary for Housing-




  

   Federal Housing Commissioner 

Attachment – Home Equity Conversion Mortgage Required Documents for Endorsement
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